
QUARTERLY REPORT
What to expect 

Halfway through 2022 and what a ride it's been already. Now is not the time for panic. It's a great time
to stick to your plan, and not get distracted/scared/greedy/stupid and start messing around with
things. Remember - It's time IN the market, not timING the market.  

NB: Nothing in this newsletter should be considered financial advice. Carry out your own due diligence and
seek financial advice where appropriate.

ISSUE 5. 

World Update

Since the last update in March of 2022, there's been some
interesting (volatile) action in the markets. The FTSE was
down as much as 10% in March from the start of the year
but has since bounced back and is now up 1.2%. 

The US proper shit itself, down 20% in the S&P and 30% in
the Nasdaq. But again they've bounced back somewhat,
now only down a mere 14% and 23% respectively. 

Russia is still at war with Ukraine. The US and UK keep
sending over equipment to help out - but not help out too
much and annoy Russia themselves. 

Inflation is running rampant. I cycled past the petrol
station today and saw 185.9p for unleaded petrol. It's up
nearly 30% since the start of the year! So when we're told
inflation is around 8%... bollocks. It's much closer to 15%. 
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But, what are you going to do? 

Take advantage, that's what!

Compounding

I had a question from an EPIC member recently
asking how compounding is actually any good.
Given that the FTSE 100 is basically at the same
level as it was 5 years ago. 

Well, it's all about the long game. And 5 years isn't
long when it comes to investing. So that's the first
point. 

Secondly, don't forget about dividends. If we look
at the FTSE100... 

Last 5 years, it's up 1.5% (ish), but with a dividend
of around 3.4%, you're looking at around a 3.8%
compounded annual growth. 

Over 10 years, it goes up to about 5.8% compound
annual growth. 

These aren't setting the world on fire returns, but
they aren't quite as bad as 'Oh it only went up
1.5%, therefore it's shit'. 

As I've mentioned above, the FTSE hasn't done too
badly against the US markets recently, but over
the last 10 years, it has been rubbish!

So if we look at the S&P 500 over the last 10 years,
it's up 225% (versus FTSE100 77%). But it only
yields 1.8% (versus FTSE100 3.4%). 

Compounded over the last 10 years, the S&P500
has returned 9.5% per year. That's kind of the
numbers we're expecting and hoping for... 

Since 1926 the S&P500 has never lost money over
a 20-year rolling period. And only 5% of the time
has it lost money over a 10 year period. The
average return over those timeframes? 11.9% and
11.5%.  

Now the best to worst returns over 20 years vary
from 'only' 84% up to 2584%... but is there a way
we can make these returns better? Yes. By... 

How to take advantage of things without going to jail

Pound Cost Averaging

This shit isn't new to any of you. But it doesn't hurt
to be reminded how powerful this is. 

So let's take the last 5 years with the FTSE 100. 

£10,000 invested 5 years ago, with dividends
reinvested is now worth around £12,088. 

But what if you'd taken advantage of some of the
dips in the market over the last 5 years?

Only on 6 monthly occasions would you have paid
more than it's worth today. 6 out of 60 months.
And those times you paid more than it's worth
today, we're talking 2.8% above current prices. 

On the other hand, on 6 occasions you'd have
been paying 20% less than it's worth right now. 

So by pound cost averaging in, you'd be
significantly better off right now than just 1.5% up.

In fact, your best month's buy is up 35% while
your worst month's purchase is only down 1%. 

Taking advantage of the next few months

Things are going to continue to be volatile, and I
have a sneaking suspicion things will get worse
before they get better. 

Unless you're a trader, then just stay the course
and continue pound cost averaging in, and looking
forward to that long-term compound effect. 

Over the last 119 years, UK stocks have beat
inflation by 4.9%. So, in theory, there's a chance
we'll see a 15% - 20% return over the coming years
if inflation keeps running this high.  

Probably a bit optimistic, but it's not impossible. 

But after pretty much every big drop, comes a big
bounce back. You DO NOT want to be on the
sidelines for these bounces. 

Just look at April 2020 to now for the most recent
example of this. 



Who remembers this chart from last quarter?

Does Trading Work?

I mentioned that because the NASDAQ has
dropped out of its upward trending range
pattern, I'd gone back to using support and
resistance lines. 

Literally, all you do is look for a price range
that price has hit before a few times and
struggled to move through - either up or
down. 

Well, with the support zones I highlighted last
time, the below chart played out. 

The white line is the end of the previous chart
- just to prove I've not been cheating and
changing things to make myself look better.  

Price continued to move upward toward the
next resistance zone, but then collapsed down.
It paused a bit at the 14,500 level, but then
continued to drop down to 13,000. 

If you were a trader with a short position, this
would be a sensible place to take some profit
off the table and move your stop-loss to at least
break-even, maybe even slightly in profit. 

It kept going lower down to 12,300... then even
lower to the 11,500 mark. 

At that point, it was a great entry point because
there was a good chance it would bounce from
there. 

Did I personally trade this? Yes. 

Did I trade it perfectly? No. 

I got out at 12,500 from 15,050. Which is still pretty healthy. I was as surprised as everyone else when it got
down to the 11,500s. 

But the Investor in me (not the Trader), was topping up on my Nasdaq holdings at these key support levels. 2
of them failed to hold, so I'm currently at a loss with 1 and a small profit on the other. But the last key support
level I'm sat on is a 10% gain. 

I don't really care, these are long-term investments. But using a few trading techniques can help your
investing if you're willing to put some time and effort into it. 



The Gold Comparison charts aren't particularly interesting at the moment. We're in the mid-stages of
things happening, so there's no real clear direction or trend that we can draw any fun conclusions from
for most of them. 

The housing one is unexpected. Even though we're at near all-time highs for housing... in terms of how
much a house costs in ounces of gold... houses are quite cheap. Weird, eh? 

So, as this is a two-way thing, that tells us either house prices are low and likely to go higher - by around
85%. Or gold is very expensive and needs to come down in price by about 48%. 
Or, more likely... a bit of both will happen. 

As someone who holds property and gold, I'm fine with either outcome. I can see house prices rising
another 8% - 10% in 2022, then levelling out for a few years. Gold is quite high right now, but it really
depends on what inflation does. I very much doubt it'll drop 48% in the short-term, but a 20% - 30% drop
back down to the 200-day moving average wouldn't surprise me over the next couple of years. 
 

Gold Comparison Charts



Looking at the FTSE and the S&P chart we can still see that relatively speaking, the FTSE is 'cheaper' than
the American alternatives. 

You can see that in the performance figures over the last 5 and 10 years. Now, has the UK fundamentally
and structurally changed, and that now deserves a lower valuation than the long-term historic average? 

Maybe? Brexit was a pretty big deal. Losing partnership status with a bunch of customers probably isn't
that helpful from a commercial perspective. And the disconnect happened around 2016 when we voted
for Brexit. 

The US has historically outperformed the UK, but pretty convincingly in the last 5 years. Will the UK stage
a comeback? I'm not betting the farm on it, but we have held up much better in recent pullbacks. I think
that's because we weren't so hyperinflated in the first place. 

So I will continue to buy into both the US and the UK. The UK generally pays more in dividends, so during
bear markets that can sometimes soften the fall a bit. 

Finally, the Bitcoin chart is showing it as being very cheap. But as Bitcoin has only been around 8
minutes, I don't really trust the gold comparison chart for this asset class yet. Maybe another 10 years of
data and it'll become useful. 

... I told you we're playing the long game here...

Gold Comparison Charts - continued

BEST BUYS

Instant Access - 1.56% with
Virgin Money

 
1 year fixed rate - 2.34% with

Charter Savings Bank
 

Savings Account
2 year fix - 2.39% with

Monmouthshire BS
 

5 year fix - 2.51% with 
Leeds BS

Mortgage
2 year fix - 2.04% with The

Mortgage Works
 

5 year fix - 2.59% with 
HSBC UK

BTL Mortgage

This information is a representation of the overall market performance and your rates may vary depending on circumstances.



Crypto Market Update 

What in the daisy dukes has been going on over
here then?

Bitcoin is down 30% in Q2. 
Ethereum down 45%.  
Solana down 62%. 

What a shit show! 

But why?! Well, same reason as previously. It's the
general de-risking of investment portfolios across
the board. It has people pulling out of riskier asset
classes like Crypto and putting that money into
either cash or safer investments like gold, bonds
and property. 

But then, we had another super fun special event
that joined in the mix. 

In early May, TerraUSD (UST) lost its peg to the
dollar, and all hell broke loose.  

TerraLuna (LUNA) & TerraUST (UST)
Right, quick version of what it is. TerraUST was a
stable coin pegged to the dollar. That means you
can sell 1UST and get back 1USD (a real $, not a
fake crypto one). 

UST was an algorithmic stablecoin linked to LUNA.
So if you minted (or created from thin air) 1UST,
then you would burn (or destroy) $1 worth of
LUNA. 

So if you turn $100 into UST, they buy and set fire
to $100 worth of LUNA. That reduced the supply
of LUNA, which drove the price up. 

When you were done, you turned your 100UST
back into $100. So they would first burn the
100UST you just sold, then mint (sell on the open
market) $100 worth of LUNA, to get the $100
needed to give you your money. 

Why were people doing this?

Anchor Protocol. This company was a
Decentralised Finance company that was offering
19.5% annual interest rate on UST coins. Lots of
people turned their profits into UST, and parked it
in Anchor to make 19.5% return "safely". 

So a lot of money went into UST. Like, a lot! UST
had $18 billion in it and LUNA had a market
capitalisation of $31 billion at the end of April
2022. 

Today? USTC (UST Classic) is worth $122 million
and LUNC (Luna Classic as it is) is worth $410
million. 

That is so much money that's just vanished. So
what happened?

Assholes. That's what happened. 
Market manipulation at its finest. Too boring to go
into too much detail, but basically someone took
advantage of the system. 

On the 7th of May, someone started by selling a
shit ton of UST. 85 million of them, and that
knocked the price of UST down to less than $1 per
UST. 

Now to get back to that $1, they had to make
LUNA tokens and destroy UST tokens. But it was a
struggle because the longer it took to get back to
$1, the more people sold UST. 

By the 8th of May, $5 billion had been sold off. And
to fund that $5 billion they had to create more
LUNA tokens. Which meant increasing the supply
of them, which resulted in the price of LUNA
dropping. Which freaked more people out, who
then sold their LUNA and UST. 

Within days LUNA had lost 99% of its value going
from around 345 million tokens in circulation to
6.5 trillion (with a fucking TR). 

The project was abandoned and if you had any
UST or LUNA, you basically lost it all. 

I personally lost around $20,000. But I know some
people who lost millions in it. 

UST was thought of as a stable coin. The important
part is "Stable". So a lot of traders parked their
cash there waiting for opportunities to buy.

Regret that now don't they?! But we'll talk more
about LUNA in the Crypto portfolio update. 



Company Yield January June Profit/Loss Return

GKP 14.6% £1750 £2596.44 £475.70 21.7%

RIO 13.7% £1650 £1998.51 - £94.90 - 4.4%

CMC 10.7% £1650 £2546.33 £433.59 20.1%

ADM 9.5% £1650 £1831.15 - £273.02 - 12.6%

IMB 8.9% £1650 £2315.10 £199.88 9.2%

PSN 8.4% £1650 £1936.31 - £0.89 - 0.0%

    Total Return 9.9%

Yield Portfolio

Listed on the FTSE 
Market cap above £300m 
Average 90-day volume above 100k 
Yield above 4.5% 
Maximum of 6 shares 
No more than 1 share in the same industry/sector
Rebalanced every 3 months 
£10,000 initial investment with £500 per month

An update on the rules for this one:

Compared to some of the other shit shows of portfolios, this one is holding up very well. During bear
markets, and threats of recessions, high yielding companies tend to do relatively well due to their
defensive nature. Let's hope it actually works out over the course of the year. 

Gulf Keystone Petroleum
Rio Tinto
CMC Markets
Admiral Group
Imperial Brands
Persimmon

The portfolio for Q1 2022 is:

So technically the yield changes every time the price changes. So if we buy RIO shares for a 13.7% yield and
they drop in price by 50%... assuming the dividend doesn't change, then the yield on new RIO shares we
buy is 27.4%.

This is a right pain in the arse to calculate, so what I've done is take the initial yield and converted it into a
£/share, and then applied that to the number of shares we hold in each quarter. It's a bit clunky, but it's
better than just using a % each time. 

There's nothing really that makes me want to change tactics. Admiral Insurance is down more than the rest
of the insurance sector, and its dividend is a higher proportion of its income, but... let's see what the rest of
the year holds for this portfolio. 

Compared to the benchmark we've outperformed:  9.9% compared to the FTSE100s 2.8%



Asset January June
Current

Allocation
Profit/Loss Return

FTSE100 £2500 £3277.62 27.4% £152.62 4.9%

Gold £2000 £2461.15 20.6% - £38.85 - 1.9%

UK10 Bond £2000 £2489.60 20.8% - £10.40 - 0.5%

NASDAQ £2500 £2805.06 23.5% - £319.94 - 12.8%

BTC £1000 £925.60 7.7% - £324.40 - 32.4%

    
Total

Return
- 4.3%

Balanced Portfolio

Portfolio designed to reduce volatility and benefit from
variations in returns across multiple asset classes 
Rebalanced every 3 months 
£10,000 initial investment with £500 per month

An update on the rules for this one:

Well we're definitely testing the theory on this one aren't we?! We've seen a lot of volatility in the markets,
so in theory, the Balanced Portfolio should be doing quite well. 

But, with volatility comes big swings in performance. Bitcoin has particularly screwed us over here, but
hopefully, this is the perfect rebalancing opportunity for us moving forward. If we get a bounce in the price
of Bitcoin by the end of the year, we'll have been vindicated in our strategy. 

If not... ha, we're fucked!

25% FTSE100
20% Gold 
20% UK 10 Year Bonds
25% NASDAQ
10% Bitcoin

The portfolio for Q1 2022 is:

In the last update I wanted to leave the portfolio unbalanced, but rules are rules. Kiiiiiinda regret that now!

Bonds and Gold (our defensive play) have dropped in price: 5.5% drop in bonds and 3.7% in gold, versus
the NASDAQ drop of 10.2% and Bitcoins 26.4% drop.  

The FTSE, bless its little cotton socks, has been steaming along! This means we've underperformed the
benchmark significantly here. The FTSE is up 2.8% for the half-year, so we're a full 7.1% behind!

That's a years worth of growth we're lagging behind now. Bad times. But do I want to change strategy?

Not so much. We're now using our FTSE 'profits' to top up on the other asset classes - especially Bitcoin. IF,
and it's a big if, Bitcoin can get back to previous levels, this is a great way of us taking profit off the table on
one asset class and buying on the dip of another one. 

I'm keeping the faith. 



Token January June
Current

Allocation
Profit/Loss Return

BTC £4000 £3190.30 50.6% - £1809.70 - 36.2%

ETH £3000 £2048.43 32.5% - £1701.57 - 45.4%

SOL £1000 £453.06 7.2% - £796.94 - 63.8%

LUNA/ADA £1000 £50.00 0.8% - £1199.99 - 96.0%

SAND £500 £259.77 4.1% - £365.23 - 58.4%

XRP £500 £303.96 4.8% - £321.04 - 51.4%

    
Total

Return
- 49.6%

Crypto Portfolio

Maximum 6 investments
Attempt to spread investments across different markets
Rebalanced every 3 months 
£10,000 initial investment with £500 per month

An update on the rules for this one:

Well, after a big outperformance of the benchmark of just Bitcoin last year, this year our portfolio is doing
preeeeeeetty badly. Bitcoin is down 27.4%, but our portfolio is down a whopping 49.6%. Yay! 

I've already covered the utter balls-up that is LUNA. So that was a really well-timed swap away from ADA,
wasn't it?! Dick. 

Ah well, these things happen. So what we're going to do moving forward with the £50 per month of pound
cost averaging allocated to LUNA, we're going to put that back into ADA. Cos, why the fuck not. 

40% Bitcoin
30% Ethereum
10% Solana
10% Luna    10% ADA
5% Sand
5% XRP

The portfolio for Q1 2022 is:

The £50 in the LUNA column just represents the fact we topped up on the first June with £50. That will be
swapped into ADA though instantly, so next update it'll say ADA after the rebalancing. 

Would I swap any of the others? For a crypto portfolio like this, no. Personally, I'd shift weighting more
toward Bitcoin. We're now clearly into a bear market for Crypto and just like the opposite is true during the
bull markets... altcoins just do the same as Bitcoin - but more of it. 

I suspect we've still got the potential to see sub $20k Bitcoin, so some of the alts will drop even more. But,
when things turn around, I'd expect the alts to outperform with time. 

I'm holding my nerve and keeping on pound cost averaging in personally. In fact I've upped the amount I
pound cost average in with, but that might prove to be as smart as putting money into LUNA.......... 



Prices (01/06/2022)

FTSE 100

S&P 500 

Gold       

Silver      

BTC        

ETH        

Crude Oil        

Stay safe, stick to your investment plan, and don't underestimate hippos. 
 

The EP Investor
 

Readers should be aware that investing in equities, bonds, property, commodities,
cryptocurrencies, etc. (whether through direct or collective investment) involves risk as

values can rise and fall. 
Significant losses can be incurred if prices fall. The past performance of investments is no

guarantee of future performance.

Now remember, none of the above is financial advice, please ignore everything I've just said. I'm simply
showing you what you could do, and the benefits of diversifying when it comes to your investments.  

The portfolios I've created have been done for specific scenarios, but each individual has their own unique
circumstances. It's important you do your own research and carry out your own due diligence on any
investments you make. 

I think I'll be keeping this statement in all of these reports. <--- well done past me. Excellent summary.

SUMMARY

7595.03

4134.47

1837.21

21.537

31781

1940.57

113.8

"This year is going to be an interesting one for sure. " Damien Fogg - last newsletter. 

Well, I wasn't wrong. Markets tend to follow patterns of human psychology. Basically every few years we have
a bit of a sell-off and lose 20% in the markets. Every decade or so we have a bigger sell-off and lose 50%+.
We're about due a 50%+ sell-off, and we're currently at around 15%. (This is all based on the S&P500 by the
way). 

So will we see the S&P trading 40% below where it is right now? Who knows. I hope not, but if we do, it took 2
years to get to the bottom of the dot com crash, then 5 years to get back to all-time highs. I'm not planning
on doing anything too stupid in the next 7 years, so I'm happy pound cost averaging in, rebalancing
periodically and jumping in and out every so often. 

My baseless, worst-case scenario predictions...
3500 S&P500 
5500 FTSE100
$22,000 Bitcoin
$1,500 Gold

But look at any of those charts and if you could have bought into them 5 years ago... an average of 264%
growth across all of them. Average of 40% if you get rid of Bitcoin (but why would you? That's my point). 

Do I think in 5 years' time we'll be looking at an average 264% growth across all of the 4 assets above?
Maybe. For Bitcoin to perform the same, it needs to get to $300,000 per Bitcoin. The S&P500 needs to go to
7000... that's not completely ridiculous in 5 years... And if along the way we can be buying more when Bitcoin
is $22,000 and the S&P when it's 3500, then that's where you end up with game-changing levels of wealth.   

So don't panic. Don't be afraid. Stick to your plan and it'll all work out in the end. Probably.

WHAT LIES AHEAD


